
THE AEC’s PROPOSAL 


1.1 In the application dated December 18, 2000 for approval of tariff, the AEG 
Ltd. submitted the details of its past performance, past tariff revisions, 
calculation of Reasonable Return and deficit in the Clear Profit. The tariff 
application also discusses various consumer issues and the initiatives taken 
up by the AEG Ltd. The projections for the demand, supply and cost for the 
FY 2001-02 including their basis and assumptions, the tariff philosophy and 
proposed changes in the tariff structure were also provided with exhibits. 

1.2 As directed by the Commission vide order dated September 7, 2001, the AEG 
Ltd. submitted the projections for FY 2002-03 along with the revised 
estimates for FY 2001-02 on October 29, 2001. The AEG Ltd. opted to keep 
the changes in the tariff structure and tariff rates as proposed in its application 
dated December 18, 2000. 

1.3 Details for FY 2001-02 provided by the AEG Ltd. in the original proposal as 
per the tariff application dated December 18, 2000 and the revised estimates 
for FY 2001-02 along with the details for FY 2002-03 provided through the 
letter dated October 29, 2001 are summarized in following 

1.4 Sales Forecast 

1.4.1 Categorywise number of consumers and energy sales are a§^i^36nQediin-ifTe: 
Table 1.1 below. 


Table 1.1: Categorywise number of consumers and energy sales (MU) 



FY 2001-02 

FY 2002-03 

Consumer Category 

Original 

estimates 

Revised 

estimates 

Projections 

RGP 




No. of consumers 

899101 

846375 

847750 


I 













Sales (MU) 

982 

891 

900 

CGP 




No. of consumers 

180971 

169246 

170696 

Sales (MU) 

390 

371 

380 

LTP 




No. of consumers 

42730 

41065 

41445 

Sales (MU) 

251 

264 

270 

LTMD 




No. of consumers 

6890 

6812 

6853 

Sales (MU) 

436 

413 

420 

H.T.(NON AMC) 




No. of consumers 

435 

414 

414 

Sales (MU) 

713 

700 

700 

H.T.(AMC) 




No. of consumers 

105 

102 

102 

Sales (MU) 

129 

125 

130 

OTHERS 




No. of consumers 

4921 

2275 

2275 

Sales (MU) 

75 

58 

60 

TOTAL 




No. of consumers 

1135153 

1066289 

1069535 

Sales (MU) 

2976 

2822 

2860 


1.4.2 The AEC Ltd. had initially projected energy sales of 2845 MU for FY 2000-01 
and 2976 MU for the FY 2001-02. Subsequently, on the basis of actual 
energy sales of 2780 MU in FY 2000-01, the estimate for FY 2001-02 was 
revised to 2822 MU. Energy sales for FY 2002-03 were projected as 2860 
MU. 

1.4.3 Recovery from the 'Diversion of Energy’ (hereinafter referred to as DOE 
Recovery) was estimated at 22 MU each for FY 2000-01 and FY 2001-02. 
However, the actual recovery for FY 2000-01 was 28 MU and consequently 
the estimate of DOE Recovery for FY 2001-02 was revised to 28 MU. The 
DOE recovery is projected to be 30 MU in FY 2002-03. 
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1.5 Transmission & Distribution (T&D) Loss 

1.5.1 The AEC Ltd. had initially projected T&D Loss of 18.01% for FY 2000-01 and 
17.16% for FY 2001-02. Based on the actual T&D loss of 18.12% for FY 

2000- 01, the loss projection for FY 2001-02 was revised to 17.22%. T&D loss 
for FY 2002-03 is projected to be 16.23%, i.e., a reduction of 1% from FY 

2001 - 02 . 

1.5.2 The AEC Ltd. has provided details on inter utility T&D loss comparison, cost 
benefit analysis and measures and plans to reduce T&D losses in its letter 
dated January 19, 2002. The AEC Ltd. conducted a study to identify the 
causes for the high level of T&D losses and recommend a plan of action. 

1.5.3 The AEC Ltd. has provided details on inter utility T&D loss comparison, cost 
benefit analysis and measures and plans to reduce T&D losses in its letter 
dated January 19, 2002. The AEC Ltd. conducted a study to identify the 
causes for the high level of T&D losses and recommend a plan of action. 

1.6 System Requirement in MU 

In the initial tariff application, the total system requirement after transformation 
losses was projected to be 3495 MU for FY 2000-01 and 3631 MU for FY 
2001-02. Actual requirement for FY 2000-01, however, stood at 3431 MU and 
the estimate for FY 2001-02 was revised to 3443 MU. The requirement for FY 
02-03 is projected to be 3450 MU. 

1.7 Generation 

1.7.1 The details for stationwise generation, auxiliary consumption and plant load 
factor for FY 2000-01 are as given in the table 1.2 below. 
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Table 1.2: Generation parameters for FY 2000-01 (Original estimates/Actuals) 


Station 


Particulars 


C 

D 

E 

— 

G 

TOTAL 

installed capacity 

(MW) 


60 

110 

110 

110 

100 

490 

Plant load factor 

Original 

estimates 

75.16% 

79.08% 

85.10% 

87.90% 

66.55% 


Actuals 

80.73% 

82.71% 

81.29% 

85.16% 

61.18% 


Gross Units 

Generated (MU) 

Original 

estimates 

395 

762 

820 

847 

583 

3407 

Actuals 

424 

797 

783 

821 

536 

3361 

Auxiliary 

consumption (MU) 

(including 

transformation loss) 

Original 

estimates 

43 

78 

84 

86 

25 

316 

Actuals 

43 

84 

82 

79 

23 

311 

Net Units Generated 

(MU) 

Original 

estimates 

352 

684 

736 

761 

558 

3091 

Actuals 

381 

713 

701 

742 

513 

3050 


1.7.2 The estimates for FY 2001-02 for stationwise generation, auxiliary 
consumption and plant load factor are as given in the table 1.3 below. 

Table 1.3: Generation parameters for FY 2001-02 (Original/revised estimates) 


Station 


Particulars 


B 

B 

E 

B 

G 

TOTAL 

Plant load factor 

Original 

estimates 

75.19% 

75.82% 

85.01% 

86.35% 

69.60% 


Revised 

estimates 

84.10% 

86.45% 

83.33% 

85.00% 

28.55% 


Gross Units 

Generated (MU) 

Original 

estimates 

395 

731 

819 

832 

610 

3387 

Revised 

estimates 

442 

833 

803 

819 

250 

3147 


























































































Auxiliary 

consumption (MU) 

(including 

transformation loss) 

Original 

estimates 

43 

79 

84 

85 

26 

316 

Revised 

estimates 

42 

82 

79 

80 

14 

297 

Net Units Generated 

(MU) 

Original 

estimates 

352 

652 

735 

747 

584 

3071 

Revised 

estimates 

400 

751 

724 

739 

236 

2850 


1.7.3 The estimates for FY 2002-03 for stationwise generation, auxiliary 

consumption and plant load factor projected by the AEC Ltd. are as in table 
1.4 below. 


Table 1.4: Generation parameters for FY 2002-03 (Projections) 


Stations 

Particulars 

C 

D 

E 

F 

G 

Total 

Plant load factor 

82.58% 

85.97% 

84.43% 

84.96% 

30.72% 


Units Generated (MU) 

434 

828 

814 

819 

269 

3164 

Auxiliary consumption (MU) 

(including transformation 

loss) 

41 

81 

80 

79 

12 

293 

Net Units generated (MU) 

393 

747 

734 

740 

257 

2871 


1.7.4 The AEC Ltd. initially planned to generate 3407 MU in FY 2000-01 and 3387 
MU in FY 2001-02 respectively. The actual generation during FY 2000-01 
was 3361 MU and the generation plan for FY 2001-02 was revised to 3147 
MU. The generation during FY 2002-03 is projected to be 3164 MU. 

1.7.5 The average plant load factor of generation facility was estimated at 79.37% 
for FY 2000-01 and 78.39% for FY 2001-02 respectively. The actual plant 
load factor for the FY 2000-01 was 78.30%. Consequently, the estimate for 
FY 2001-02 was revised to 73,49%. The plant load factor for FY 2002-03 is 
projected to be 73.73%. 
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1.7.6 An important area of concern raised by the AEC Ltd. is the unavailability of 
gas from the Gas Authority of India Ltd. (GAIL) to the Vatva Plant of the AEC 
Ltd. The GAIL has discontinued the supply of gas to AEC’s Vatva station 
since March 25,2001 due to rupture in the pipeline. The progress in the 
resumption in supply has been very slow and the only alternative mechanism 
available to run the plant is the use of liquid fuel. The PLF of this plant has 
fallen due to this shift from gas to liquid fuel to run the plant. 

1.7.7 The station wise auxiliary consumption (excluding transformation loss) is as 
given in table 1.5 below: 


Table 1.5: Station wise auxiliary consumption (%) 


Station 

FY2000-01 

TY 2001-02 

FY2002-03 


Original 

estimates 

Actuals 

Original 

estimates 

Revised 

estimates 

Projections 

C 

9.60% 

9.10% 

10.83% 

8.80% 

8.60% 

D 

9.20% 

9.50% 

10.31% 

9.10% 

9.40% 

E 

9.20% 

9.5% 

10.24% 

9.10% 

9.40% 

F 

9.20% 

8.60% 

10.23% 

9.10% 

9.40% 

G 

2.90% 

2.89% 

4.20% 

3.44% 

3.50% 


1.7.8 The Stationwise heat rate is as given in table 1.6 below 

Table 1.6: Station wise heat rate (kcal/kWh) 


Station FY 2000-01 FY 2001-02 FY 2002-03 



Original 

estimates 

Actuals 

Original 

estimates 

Revised 

estimates 

Projections 

C 

4026 

3960 

4000 

3780 

3780 

D 

2856 

2805 

2825 

2664 

2664 

E 

2866 

2844 

2800 

2658 

2658 

F 

2723 

2776 

2725 

2725 

2669 

G 

2170 

2170 

2170 

2147 

2150 
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1.7.9 The AEC Ltd. had estimated transformation losses to be 38 MU in both FY 

2000- 01 and FY 2001-02. The actual transformation loss in FY 2000-01 was 
36 MU. The estimate of transformation loss for FY 2001-02 was revised to 26 
MU. The transformation loss for FY 2002-03 is projected to be a 32 MU. 

1.7.10 The AEC Ltd. in its original application had submitted that net units generated 
(after auxiliary consumption) would be 3130 MU in FY 2000-01 and 3112 MU 
in FY 2001-02. During FY 2000-01, the net units generated were 3087 MU. In 
the revised estimates, the net generation was revised to 2875 MU in FY 

2001- 02. The net units generated are projected to be 2887 MU in FY 2002- 
03. 

1.8 Exchange of Power with State Electricity Board 

1.8.1 In their initial submission, the AEC Ltd. planned to sell 49 MU in FY 2000-01 
and 25 MU in FY 2001-02 to GEB. During FY 2000-01, the actual sales to 
GEB were 56 MU and the estimate for FY 2001-02 was revised to 29 MU. 
Sales to GEB are projected to be 30 MU in FY 2002-03. 

1.8.2 The AEC Ltd. had initially planned to purchase 454 MU in FY 2000-01 and 
582 MU in FY 2001-02 from the GEB. However the actual drawl from the 
GEB in FY 2000-01 was 437 MU. The AEC Ltd. revised the purchase to 624 
MU for FY 2001-02. The purchase from the GEB is projected to be 625 MU 
in FY 2002-03. 

1.9 Cost Data 

Details of expenditure submitted by the AEC Ltd. for different components of 
revenue requirement are as in the table 1.7 below. 


Table 1.7: Revenue Requirement (Rs. Crore) 







Original 

estimates 

Actuals 

Original 

estimates 

Revised 

estimates 

Projections 

Generation 

577.48 

523.26 

616.16 

521.02 

546.80 
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Power purchase 

178.83 

173.54 

229.02 

244.24 

249.11 

Employee costs 

63.52 

56.14 

87.87 

79.76 

84.35 

OUli 

expenditure 

47.75 

51.87 

49.66 

51.60 

55.00 

Interest costs 

30.84 

27.97 

44,13 

31.26 

36.07 

Depreciation 

85.86 

85.60 

101.05 

95.52 

110.00 

A&G expenses 

30.23 

35.02 

31.89 

30.13 

31.32 

Tax 

0 

3.6 

1.199 

3.03 

1.03 

Bad debts 

6.00 

1.19 

6.00 

6.00 

6.00 

Reasonable 

Return 

52.18 

56.85 

58.62 

60.45 

61.5 

Contingency 

Reserve 

3.63 

3.54 

4.26 

3.98 

4.61 

Total 

1076.32 

1018.58 

1240.59 

1126.99 

1185.79 


1.10 Reasonable Return and Clear Profit 

1.10.1 Initially the AEG Ltd. submitted that the deficit in clear profit in FY 2000-01 
would be 88%, i.e., an earning of only 12% of the Reasonable Return. This 
deficit in clear profit was estimated to be Rs. 45.84 Crores. The AEG Ltd. 
requested for only 74% of the Reasonable Return for FY 2001-02 with the 
shortfall in clear profit amounting to Rs. 15.22 Grore. 

1.10.2 According to the revised estimates submitted by the AEG Ltd., the actual 
deficit in clear profit for FY 2000-01 was 55% of the Reasonable Return and 
this deficit amounted to Rs. 31.53 Grores. The clear profit was Rs. 25.31 
Crores out of the Reasonable Return of Rs. 56.85 Crore. 

1.10.3 In the revised estimates submitted by the AEG Ltd., the deficit in clear profit 
for FY 2001-02 was modified to 61% of Reasonable Return. This deficit 
amounts to Rs. 36.92 Grore out of the total Reasonable Return of Rs. 60.46 
Crores. 
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1.10.4 The AEC Ltd. has projected the deficit in Clear Profit for FY 2002-03 to be 
100% of Reasonable Return at existing tariffs. The AEC Ltd. has estimated 
that there would be no positive clear profit in FY 2002-03 as per estimates 
according to the existing tariff and clear profit would be -1% of the 
Reasonable Return. 

1.11 Details of Income 

The details of other income and the income generated through tariff as per 
existing tariff by the AEC Ltd. is given in the following table: 


Table 1.8: Total Income (Original/Revised estimates) (Rs. Crore) 






Original 

estimates 

Revised 

estimates 

Projections 

Income from sale of 

Electricity 

1115.75 

1063.69 

1106 

Other income 

17.44 

25.65 

17.22 

Total 

1133.19 

1089.34 

1123.22 


1.12 The AEC Ltd. has estimated the income generated from proposed tariff in FY 
2002-03 to be Rs. 1169.34 Crores and other income to be Rs. 17.22 Crores. 
This amounts to total revenue of Rs.1186.56 Crores. The clear profit has been 
estimated at 61% of Reasonable Return with the deficit of 39% amounting to 
Rs. 25.34 Crores. Thus, the AEC Ltd. has proposed tariff increase of 5.72% 
that would allow only partial recovery of the Reasonable Return and has not 
proposed earning of full Reasonable Return. 

1.13 Proposed changes in the Tariff Schedule 

In order to bridge the gap between Reasonable Return and Clear Profit, the 
AEC Ltd. had submitted in its tariff application, proposals for modifications in 
the existing tariff structure and tariff rates. The important changes proposed 
by the AEC Ltd. are given below: 
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(i) Classification of the services with connected load upto 30 kW 
according to type of premises i.e. Residential, Commercial and 
Industrial. 

(ii) Merger of the two subcategories (consumption upto and above 200 
kWh) of in RGP. 

(iii) Introduction of a new class of consumers (Rate GLP) for the non- 
residential, non-profit organization. 

(iv) Ail installations (except agricultural) having connected load more than 
30 kW covered under one class of ‘All Purpose’ 

(v) Merger of the existing category for Cinema (CN) with Commercial 
category and removal of slabs for single phase fixed charges. 

(vi) Merger of HTMD-kVA category with HTMD-1 and HTMD-2. 

(vii) Merger of the FCA charges with the Energy charge. 

(viii) The AEC Ltd. stated that it would approach the Commission at 
appropriate time for approval of the revised FCA formula. 

(ix) Withdrawal of the prompt payment discount. 

(x) Withdrawal of the rebate given to the AMC, except for Street category 
the AMC would be charged as per the relevant tariff category, 

1.14 A summary of the existing and proposed tariff structure of the AEC Ltd. is 

given in the following table: 


Table 1.9: Existing and proposed tariff structure 





EXISTING 

PROPOSEDI 

RATE RGP 





Fixed charges 





Single phase 


Rs./month/installation 

3 

5 

Three phase 


Rs./month/installation 

10 

15 






Energy charges 






(1) Monthly consumption up to 200 kWh 


0-25 

Rs./kWh 

0.59 

2.65 


26-50 

Rs./kWh 

0.62 

2.95 
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51-100 


101-200 


Rs./kWh 


Rs./kWh 


(2) Monthly consumption above 200 kWh 


0-50 


51-100 


101-200 


201-300 


Remaining 

units 


Rs./kWh 


Rs./kWh 


Rs./kWh 


Rs./kWh 


Rs./kWh 


RATE CGP 


Fixed charges 


Single phase 


Three phase 


Energy charges 


Rs./month/installation 

20 

35 

Rs./month/instaliation 

30 

35 

Rs./month/installation 

70 

75 


0-50 kWh 


51-100 kWh 


101-200 

kWh 


Remaining 

units 


Rs./kWh 


Rs./kWh 


Rs./kWh 


Rs./kWh 


RATE IGP 


Fixed charges 


Single phase 


Upto 200 

kWh 

Rs./month/installation 

1 

20 

Above 200 

1 

Rs./month/installation 

30 


Merged into 
Industrial 
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Three phase 


Energy charges 


Rs./month/installation 70 


0-50 kWh 

Rs./kWh I 

1.60 

51-100 kWh 

Rs./kWh 

1.80 

101-200 

Rs./kWh ' 

2.00 

kWh 



Remaining 

Rs./kWh 

2.75 

units 

I 



RATE CN 


Energy charges 


All units 
consumed 
per month 


Rs./kWh 


1.90 Merged into 
CGP 


RATE LTP (AG) 


Minimum 

charges 


Energy charges 


0-500 kWh 


501-1250 

kWh 


Remaining 

units 


Rate Street 
Lighting 


Energy charges 


Rs./HP/Month 


Rs./kWh 

1.02 

3.00 

Rs./kWh 

1.01 

3.00 

Rs./kWh 

0.97 

3.00 


Rs./kWh 


Rate LTP-1 (Residential) 
Conn ected load upto & inch 5 BMP 
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14 


Merged into 



1.26 


3.50 





































RATE LTMD-1 (Residential) 


Merged into 
Residential 


Billing Demand upto and including contract demand 


0-50 kW 


51-80 kW 


RESTkW 


Billing demand in excess of 
contract demand 


Rs./Month/kW 

70 

Rs./Month/kW 

90 

Rs./Month/kW 

120 

Rs./Month/kW 

325 


Rs./kWh 


Above 50 kW of 
billing demand 


RATE 

LTMD-2/ 

Ail 

purpose 


Rs./kWh 


Range 


Range 


Above 15 30 to 100 kW 

BMP 


Fixed 

charge 


Billing demand upto & including contract demand 


0-50 kW 

Rs./Month/KW 

80 

90 

51-80 kW 

Rs./Month/KW 

110 

120 

REST kW 

Rs./Month/KW 

150 

160 


Billing demand in excess of 

Rs./Month/KW 

350 

350 

contract demand 

1 
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Energy 

charges 


Upto 50 kW of 

billing demand 

Rs./kWh 

1.45 

3.65 

Above 50 kW of 

billing demand 

Rs./kWh 

1.70 

3.85 


RATE 

TEMP& 

MISC 


Fixed 

Charge 


Rs./kW/day/ 

installation 


All units consumed 

Rs./kWh 

3.25 ! 

4.70 


RATE 

HTMD-1 


(Contracting maximum demand 100 kW to 300 kW) 


Fixed 

charges 


Billing demand upto & 

including contract demand 

Rs./Month/KW 

140 

140 

Billing demand in excess of 

contract demand 

Rs./Month/KW 

275 

275 


Energy 

charges 


Time of 


All units consumed 

Rs./kWh 

1.44 

3.80 


Consumption 

Rs./kWh 

0.40 

0.75 

during specified 




hours 
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RATE 

HTWID-2 


( Contracting maximum demand above 300 kW) 


Fixed 

charges 


Billing demand upto & including contract demand 


101-1000 kW 

Rs./Month/KW 

147 

147 

1001-2000 kW 

Rs./Month/KW 

146 

146 

REST 

Rs./Month/KW 

145 

145 


Billing demand in excess of 

Rs./Month/KW 

250 

250 

contract demand 





Energy 

charges 


First 400 

kWh/Month/ kW of 

Billing Demand 

Rs./kWh 

1.57 

3.90 

Remaining units 

Rs./kWh 

1.50 

3.90 


Time of 

Consumption 

Rs./kWh 

1 

0.40 

0.75 

use 

during specified 




charge 

hours 





RATE HTMD - kVA (OPTIONAL) 

Fixed 

charges 


Merged into 
HTMD-2 



101-1000 kVA 

Rs./Month/KVA 

132 



1001-3000 kVA 

Rs./Month/KVA 

131 



Rest 

Rs./Month/KVA 

130 







Billing demand in excess of 

Rs./Month/KVA 

250 
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contract demand 




Energy 

charges 






First 380 

kWh/Month/ kVA of 

Billing Demand 

Rs./kWh 

1.56 



Remaining units 

Rs./kWh 

1.49 


Time of 

use 

charge 

Consumption 

during specified 

hours 

Rs./kWh 

0.40 



1.15 Prayers of the AEC Ltd. 

The AEC Ltd. has made the following prayers in its application for revision of 
tariff: 

(i) The AEC Ltd. be allowed to charge its consumers as per the proposed 
schedule of charges as given in Exhibit 10.3 of its application with 
effect from January 1, 2001 or the date as may be directed by the 
Honourable Commission and as part of the same allow the AEC Ltd. 
to pass through increase or decrease in total cost of supply by way of 
adjustment on a quarterly basis; 

(ii) The AEC Ltd. prayed that since its application dealt with all issues 
related to tariff except FCA, it be allowed to approach the Honourable 
Commission for approval of the revised FCA formula at appropriate 
time; 

(iii) The AEC Ltd. prayed that the Honourable Commission consider the 
relationship between AEC/GEB as Inter Utility and: 

(a) Consequently any export of power by the AEC Ltd. be set off 
against import of power and vice versa; 

(b) Net transfer of energy be priced at the same rate on either side; 
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(iv) The AEG Ltd. prayed that the GEB’s revised Grid tariff to the AEG Ltd. 
be made applicable from the date from which the revision of the AEG’s 
tariff to its consumers is made applicable; 

(v) GEB’s demand charge to the AEG Ltd. be based on the coincidental 
recorded demand at ail the supply points; and 

(vi) Any other relief that the Honourable Gommission may deem fit. 
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OBJECTIONS ON THE AEC’s TARIFF PROPOSAL 


2.1 The Ahmedabad Electricity Company Limited (AEG Ltd.) had initially submitted a 

tariff application dated December 12, 2000 to the Commission for approval of its 
proposed revision of tariff for electricity supply under Section 29 of the Electricity 
Regulatory Commissions Act, 1998. This application was accepted for 
consideration under Case No. 34 of 2000. 

2.2 The Commission published public notice on January 13, 2001 in the following 
newspapers inviting objections and suggestions within 30 days of the date of 
issue of the public notice: 


(i) 

The Times of India 

(ii) 

The Economic Times 

(iii) 

The Indian Express 

(iv) 

The Asian Age 

(V) 

The Gujarat Samachar 

(Vi) 

The Sandesh 

(vii) 

The Jansatta 

(viii) 

The Sambhav 


2.3 On requests by various objectors, the Commission extended the date for filing the 
objections till February 28, 2001 and this was publicised through the above 
newspapers on February 10, 2001. 

2.4 In response to the public notice, as many as 60 objections were received from 
individual consumers as well as consumer organizations including the 
Ahmedabad Municipal Corporation (AMC) and the Consumer Education 
Research Society (CERS). 
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2.5 The Commission held public hearings on the following dates with prior intimation 
to various objectors; 

(i) March 22, 2001 

(li) March 23, 2001 

2.6 In the meantime, the AMC went to the Gujarat High Court on March 19, 2001 to 
seek the following relief: 

(i) to command the Government of Gujarat to appoint the Chairperson of 
Gujarat Electricity Regulatory Commission in accordance with Section 17 
of the Electricity Regulatory Commissions Act, 1998. 

(ii) to command the Gujarat Electricity Regulatory Commission to decide the 
petitioner application dated February 22, 2001 in accordance with law. 

(iii) to quash and set aside the refusal of Gujarat Electricity Regulatory 
Commission vide its letter dated March 7,2001 to provide to the petitioner 
all the copies of the objections/suggestions filed by various parties and to 
command the Commission to furnish to the petitioner certified / 
authenticated / true copies of additional written statements / replies / 
objections / suggestions to the AEC's proposed tariffs received from 
parties other than the petitioner. 

(iv) to stay, pending the hearing and final disposal of this petition, further 
proceedings in case No.34 of 2000 pending before the respondent no.2. 

(v) to grant such other and further reliefs as this Honourable Court in the 
facts and circumstances of the case deems fit and proper. 

(Vi) to provide for the costs of this petition 

2.7 The High Court of Gujarat in its single bench judgement dated April 16, 2001, 
decided that the existing two members of the Commission were competent to 
decide the application filed by the AEC Ltd. and therefore no direction was issued 
to the State Government to appoint the Chairperson. It was further stated that the 
Commission could not be directed to stop further proceedings. The judgement 
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also mentioned that the Commission was competent to decide the application 
filed by the AMC on February 22, 2001. However, the High Court directed the 
Commission to give reasonable time to the AMC, which shall not be less than 
seven days to file their objections and suggestions. 

2.8 The AMC filed a Letters Patent Appeal (LPA) No. 343 of 2001 on April 20, 2001 in 
the High Court of Gujarat, whereby, it prayed that the Order passed by the High 
Court on April 16, 2001 be set aside and the Commission be restrained from 
proceeding further with the hearing of the application of the AEC Ltd. 

2.9 In dealing with the above LPA, the Division Bench in its order dated April 30, 

2001 directed the State of Gujarat, to appoint a Chairperson in the GERC by May 
30, 2001 and also restrained the remaining members of the Commission from 
conducting any proceedings until the Chairperson was appointed. 

2.10 Following the order from the High Court, the State of Gujarat prayed for an 
extension in the date for appointment of the Chairperson and the High Court in its 
order dated June 16, 2001 extended this date upto July 15, 2001. The 
Chairperson of the Commission was appointed on July 10, 2001. 

2.11 The Commission scrutinized the tariff application filed by the AEC Ltd. and found 
a number of gaps and Inconsistencies in the application submitted by the AEC 
Ltd. Accordingly, the AEC Ltd. was directed to submit additional data and 
information to remedy the shortcomings. 

2.12 In the above process, considerable time was lost and FY 2001-02 was well under 
way and the data on actuals for FY 2000-01 would have become available. As 
such, the Commission decided to consider the projections for FY 2002-03 also. In 
the course of the hearing on September 7, 2001, the Commission directed the 
AEC Ltd. to submit the data for FY 2002-03. Further, the AEC Ltd. was directed to 
submit data on actuals for FY 2000-01 alongwith the revised estimates for FY 
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2001-02. The AEC Ltd. submitted the above data and information on October 29, 
2001. 

2.13 Based on the above information, objections and suggestions were again invited 
from those who had earlier submitted their objections and suggestions on the 
tariff application submitted by the AEC Ltd. Subsequently, the Commission also 
held public hearings during December 2001 and March 2002. 

2.14 The Commission has carefully considered the various suggestions and objections 
received and the rejoinders filed by the AEC Ltd. As already evidenced, these 
proceedings have had their share of legalistic and procedural objections. 

Some of the objections are common while others are specific to Individual 
objectors. To the extent possible, common objections have been treated together 
for simplicity and ease of reference. In the following paragraphs of this Section 
the legal and procedural objections are first presented, followed by the common 
and specific objections raised by the objectors. 

2.15 Legal and procedural objections 

(i) The AMC requested rejection of the petition of the AEC Ltd. for revision of tariff 
on the ground that the application Is not in conformity with the Gujarat Electricity 
Regulatory Commission (Conduct of Business) Regulations, 1999 as it is not 
supported by a proper affidavit. 

(ii) The AMC pleaded that it be given one week to file a reply after the 
Application/Petition of the AEC Ltd. has been put to order. 

(iii) The AMC wanted to be impleaded as a party in the proceedings. 

(iv) The AMC argued that it be allowed to cross-examine the Officers-Directors- 
Affiant of the AEC LTD., qua their application. 

The AEC Ltd.’s reply 

The AEC Ud. would comply with the Commission's orders on the above issues. 
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2.16 Common Objections and Issues 


The list of the common issues and objections is as follows: 

1) Transmission and Distribution loss. 

2) Fuel Cost. 

3) Fuel Cost Adjustment (FCA) charges. 

4) Purchase of power. 

5) Cost of power purchase. 

6) Employee cost. 

7) Tariff related issues. 

8) Quality of service. 

9) Complaints about meters. 

10) Discrepancies in data. 

11) Unqualified management. 

12) Corruption in the AEC Ltd. 

Transmission and Distribution losses 

2.17 Various consumers have objected to the high losses in the transmission and 
distribution (T&D) system of the AEC Ltd. as compared to the BSES and some 
other utilities. They have argued that the T&D losses of the AEC Ltd. should not 
be more than 8% to 10%. 

Specifically, the AMC has pleaded that the proposal of the AEC Ltd. to bring down 
the T&D losses to 16.43% in the FY 2002-03 which is a meagre 1% reduction 
over the previous year is not reasonable and that it should bring down the T&D 
losses to 12%. The CERS has also pointed out that the T&D losses for the FY 
1999-00 are 11.50% for the BSES as compared to 18.31% for the AEC Ltd. The 
CERS has strongly objected that the improvement of only 0.19% in the T&D 
losses in the FY 2000-01 is inadequate. 
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The AEC Ltd.'s reply 

The AEC Ltd. has argued that the T&D losses in most of the State Electricity 
Boards were above 30%. They have claimed that the losses are not directly 
comparable in view of the fact that the basis for the calculation of T&D losses 
differs from one utility to another. Giving the example of the BSES, the AEC Ltd. 
has argued that it is believed that the BSES measures the losses downstream of 
33 kV distribution feeders whereas the AEC Ltd. calculates the loss for the whole 
system. 

Further, the AEC Ltd. has stated that there were a number of factors which affect 
the losses in a distribution network and these were: share of sale to high tension 
consumers, LT/HT cable ratio, load density, level of power theft etc. The AEC Ltd. 
admits to the need to bring down the losses and has stated that full efforts are 
being made to reduce them. 

2.18 Fuel Cost 

Various consumers have argued that the AEC Ltd.'s claim of striving to adopt a 
fuel policy that seeks to minimize fuel cost in power generation is belied by the 
fact that they have increased the cost of fuel by; 

(i) drastically reducing the quantity of domestic coal and increasing the 
estimated quantity of imported coal, 

(li) artificially increasing calorific value of domestic coal and reducing calorific 
value of imported coal, and 

(iii) reducing the generation of power during the year 2001-02 
The AEC Ltd.'s reply 

The AEC Ltd. in its reply has stated that due to non-availability of domestic coal 
they have to rely on imported coal and, also, imported coal is preferred due to 
techno-economic and environmental factors. The increase in fuel cost is mainly 
due to increase in transportation cost and the basic price of domestic coal. 
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FurthGr, the AEC Ltd. has argued that as far as the imported coal is concerned, 
after initially experimenting with South African coal with high calorific value and 
high cost, now, due to its non-availability, the AEC Ltd. has started using 
Indonesian Enviro coal. In terms of calorific value the difference between 
domestic coal and imported coal is marginal but the latter scores on 
environmental benefits. Imported coal has only 2% ash and 0.2% sulphur, leading 
to lower ash generation and lower SOx, NOx and particulate matter in the 
emissions. Further, it causes lower maintenance cost of ball mills and reduces 
possible downtime. 

2.19 Fuel Cost Adjustment (FCA) Charges 

Various consumers have raised objections on the formula under which the AEC 
Ltd. adjust their cost and have pointed out that the fuel cost adjustment is very 
high as compared to the per unit cost permissible under the formula. 

The AMC observed that at present the AEC Ltd. is taking one time account of fuel 
cost fluctuations by merging the highest noticed fuel cost in the energy charges 
without subjecting the same to FCA monthly fomriula. This formula recovers any 
increase in the fuel costs but does not provide relief for any decrease in the fuel 
cost. 

The CERS has pointed out that the multiplying factor used to derive FCA charges 
cannot be treated as a constant as its components are variable. Further, the 
CERS has claimed that the heat rates used in the multiplying factors are higher 
than the actual heat rates of each of the generating stations. 

The AEC Ltd. 's reply 

The AEC Ltd. has replied that it has been the company’s constant endeavour to 
control the cost of fuel, the quantity of fuel consumed in various stations and to 
ensure proper fuel mixture for optimal plant performance. It has claimed that 
despite such efforts on their part, the following reasons would account for 
variations in FCA: 
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(i) Consumption of licjuid fuel and the resultant expenditure due to complete 
stoppage of natural gas supply. 

(ii) Fluctuations in the prices of indigenous and imported coal. 

(iii) Variations in railway freight and import duties. 

(iv) Variations in excise and taxes on liquid fuel. 

(v) Quantum of purchase of electricity from the GEB. 

(vi) Devaluation of Indian currency. 

Further, the AEC Ltd. has stated that the FCA formula is dependent on the cost of 
fuel, mix of fuel, mix of generation and import of power. The formula ensures that 
only the effect of change in the delivered price/cost of fuel gets reflected in the 
FCA formula whereas the inefficiency, if any. In the consumption of the fuel is not 
Included in the FCA. The FCA is worked out each month on the basis of the 
generation and fuel cost data of the previous month in accordance with the 
formula contained in tariff. 

2.20 Import/purchase of power 

Various consumer groups have argued that it is the duty of the AEC Ltd. as the 
generating and distribution licensee to provide for generation of power 
commensurate with Its Maximum System Demand (MSD) rather than resort to more 
expensive power purchase from the GEB. The AMC has specifically drawn the 
attention of the Commission to the section XVII (10) of the Vl‘^ schedule of the 
Supply Act, 1948 and argued that the AEC Ltd. should not rely on the expensive 
power. 

The AEC Ltd’s reply: 

The AEC Ltd. has stated that generation facilities have not been augmented in 
Ahmedabad after the commissioning of Combined Cycle Power Plant in Vatwa in 
1992 and revamping of other stations in 1998 primarily due to limitations of land 
availability, long term water shortages and environmental concerns. 

2.21 Cost of power purchase 
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Under present arrangement, the AEG Ltd. pays Rs.3.20 per unit to the GEB on 
import of power and is paid Rs.2.25 per unit of power sold to the GEB. Such 
dichotomy in rates is unjust and inequitable. 

The AEC Ltd’s reply 

The AEC Ltd. has stated that it is true that it now pays Rs.3.20 per unit as grid 
tariff to the GEB for purchase of power and in fact the average cost of purchase is 
estimated at Rs.3.91 per unit after taking into account demand charges and peak 
hours charges for the FY 2001-02. The AEC Ltd. on this issue has requested for 
parity between power purchase and sale. 

2.22 Employee Cost 

Objections have been raised on the high employee cost and various incentives 
which are given to the employees of the AEC Ltd. it has been argued by 
objectors that as there is no increase in installed capacity and, also, as 
computerisation has been done at a heavy capital cost, there is no justification 
for adding more personnel to the work force. 

The AMC specifically has objected that the AEC Ltd. has diverted huge funds by 
declaring high dividends and paying exorbitant salaries, emoluments, perquisites 
and allowances to its management and higher echelons of the staff but it has not 
made the required investments in its generation capacity and in the transmission 
and distribution system. Further, the Gujarat Chamber of Commerce and 
Industry (GCCI) has suggested that the financial impact of VRS of Rs.18 Crores 
should not be charged in one year but it should be amortized over a period of 5 
years othenwise the consumer will be burdened with increase in tariff. 
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The AEC Ltd’s reply 

The AEC Ltd. has stated that the total employees have been reduced from 5085 
to 4658 from FY 1997-98 to FY 2000-01, and it has made a provision of Rs.18 
Crores each for FY 2001-02 and FY 2002-03 towards VRS. If these figures for 
VRS are deducted from the estimated employee cost then the increase In 
employee cost is negligible and the remaining increase can be attributed to 
changes in DA and normal annual Increments. 

2.23 Tariff related issues 

(i) Tariff philosophy 

Some of the objectors have observed that the tariff should not be based on the 
inflated expenditure, but should be based on the cost of supply of electricity at an 
adequate and improving level of efficiency. For this the Commission should 
disallow the licensee costs, expenditures, losses etc., which reflect uneconomical 
and wasteful expenditure by the licensee. 

(ii) Impact of tariff increase 

The GCCI and Cf( have stated that at a time when the trade and Industry of 
Ahmedabad and Gujarat are already reeling under severe economic crisis, 
resulting from recent devastating earthquake and global economic slowdown 
such a massive hike in tariff by the AEC Ltd. will further hit the economy of 
Ahmedabad and the competitiveness of its trade and industry. 


Similarly, various consumers pleaded for parity of tariff with the rates prevalent for 
the consumers of the GEB. These representations stated that the citizens of the 
city of Ahmedabad, shop-keepers and industrial units have consistently 
demanded, for several years, that the people of Ahmedabad should get electricity 
at the same rates and on same conditions as the other people in Gujarat who are 
being supplied electricity by the GEB. 
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(Hi) Need for tariff revision 

Various consumers have expressed the view that the claim of the AEG Ltd. tariff 
revision on the ground that its clear profit is below reasonable return is absurd as 
the AEG Ltd. can earn reasonable returns if they cut down their improper and 
inefficient expenditure. 

(iv) Withdrawal of prompt payment discount 

Various consumers have pointed out that the AEG Ltd.’s proposal for withdrawal 
of prompt payment discount will be counter-productive, as people will not be 
paying on time. 

(v) Cross subsidization of tariff 

Various consumers have argued that there is need to rationalise the existing tariff 
structure. Gurrently, the residential consumers consume about 30.7% of the total 
electricity and the commercial consumers consume 12.5% of the total electricity 
whereas their share in revenue is 23% and 15% respectively. So far as industrial 
consumers are concerned LT industries sector consumes about 22.4% of power 
whereas their share in revenue is 24.3% while HT consumers consume about 
27% of power whereas their share in revenue is about 30.10%. This uneven 
burden on different sectors of consumers reflects cross subsidization that is not 
justifiable. 

The AEC Ltd. 's reply 

The AEG Ltd. argued that the last tariff revision took place in February 1998, i.e. 
four years ago whereas in the SEBs such as MSEB, GEB, APSEB, Tamil Nadu, 
Orissa etc. tariffs have been revised a number of times during this period. 

Moreover, the AEG Ltd. is not earning its due reasonable return and the proposal 
for revision in tariff before the GERC has been pending for over a year. 

The need to rationalise tariff structure has been understood by the AEC Ltd. and 
changes have been proposed in the tariff application. 
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2.24 Quality Of Service 


The Gujarat Chamber of Commerce & Industry (GCCI) has mentioned that there 
have been 3 to 5 blackouts per year during the last few years apart from 
fluctuations in frequency of power and voltage drop. Moreover, occasional load 
shedding, delay in restoration of power supply in times of natural calamities and 
periodical power shortages in summer create a lot of problems and cause 
damage to customer appliances. 

Some industry representatives have pointed out that the increase in frequency 
and voltage of supply has resulted into higher consumption and higher billing. 
These consumers have also pointed out that the variations in frequency and 
voltage of supply are not within the permissible limits specified under the Indian 
Electricity Act, 1910. 

Further, the AMC has stated that the AEC Ltd. has so far failed to provide, 
maintain and strengthen transmission system and given no indication of action 
taken by it to maintain a stable voltage level. The AMC has argued that due to 
power purchase from the GEB, the reliability and quality of power supply 
deteriorates. 

The AEC Ltd. 's reply 

In context of reliability and quality of power, the AEC Ltd. has mentioned that it 
has already focussed on these issues vide Section 5 of the tariff application and 
has also listed its initiatives in Section 6 of the tariff application. 

In the context of frequency and voltage of power, the AEC Ltd. has argued that it 

being one of the constituents of the Western Region Electricity Board (WREB) 

operates its system in parallel with the electrical system of the GEB, the MSEB, 

the Goa Electricity Department and the MPSEB. Therefore, it cannot controi the 

frequency in isoiation as it depends upon the totai system requirement in the 
WREB. 
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Th6 AEC Ltd. has furthsr statsd that dus to persistent shortfall between 
generation and demand, the frequency remains below 50 Hz during different 
times of the day. 

2.25 Complaints about the meters 

There is a wide-spread complaint of consumers that due to replacement of 
meters, their electricity biils have risen substantially mainly on account of fast 
running of meters. It has been represented that if the variation in voltage is 
greater than 6%, the meters runs faster by 10% to 100%. Specifically, the GCCl 
has also suggested that there should be a third party agency to certify accuracy of 
the meter before installation. 

Similarly, the AMC has drawn attention of the Commission to the Indian Electricity 
Act, 1910 and the Indian Electricity Rules, 1956, which contain provisions with 
respect to meters and has pointed out that if the slow running of meters is causing 
revenue loss, the negligence is on the part of the licensee and not the consumer. 
So it is the duty of the AEC Ltd. as a licensee to prevent revenue loss, and also to 
prevent power losses instead of penalising other consumers through a tariff hike. 

The AEC Ltd. 's reply 

The AEC Ltd. has stated that they have no intention to charge beyond what is 
consumed by any consumer and the AEC Ltd. is obliged to install and maintain 
correct quality apparatus at the consumer end. Regarding metering probiems, the 
AEC Ltd. has mentioned that it has aiready focussed on these issues vide Section 
5 of the tariff application and has also listed its initiatives in Section 6 of the tariff 
application. 

2.26 Discrepancies in Data 


Some individuals in Ahmedabad pointed out that there are several discrepancies 
in figures in annual accounts vis-a-vis the application. The specific discrepancy 
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mentioned is on T&D losses, which are shown as 18.83% in annual accounts for 
the FY 1999-2000 whereas the same have been shown as 18,31% in the 

application. 

The AEC Ltd.’s reply 

The AEC Ltd. replied that the table showing T&D loss and power supply position on 
page 92 mentions that the T&D loss of 18.31% indicated in the application does not 
include transformation loss whereas the T&D loss of 18.83% In annual accounts of FY 
1999-2000 reflects the total loss, i.e. loss, including the transformation loss. 

2.27 Unqualified Management 

A number of individuals were of the view that the Affidavit for verifying the AEC 
Ltd. application for upward revision of tariff should be given by an Electrical 
Engineer, who could testify technical data/statements made in the application. But 
the AEC Ltd. had appointed Shri Sudhir S.Shah, Executive Director (Finance) for 
the job who proved to be incompetent as several discrepancies have crept into 
the figures given in the annual accounts as against the application of the AEC Ltd. 
Also selection of fuel for generation of electricity Is an important task and the 
responsibility is supposed to be imposed on technical staff, engaged in generation 
of power. But in case of the AEC Ltd. non-technical staff has been posted for 
such technical jobs on high salaries leading to misjudgments in selection of items 
of fuel. 

The AEC Ltd. 's reply 

No response has been received regarding the selection of staff. 

2.28 Corruption in the AEC Ltd. 

Objections have been raised that there is widespread corruption In the AEC Ltd. 
due to which honest consumers bear the burden of high tariff. Further, it has been 
argued that the AEC Ltd. is losing revenue from the consumers who are paying to 
the corrupt employees of the AEC Ltd. in place of the actual bill. 
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The AEC Ltd.'s reply 

Th6 AEC Ltd. hss sdmittsd th3t som6 of thoir stsff msy b© involv6d in divsrsion of 
energy but they are willing to improve this situation through various measures. 
The AEC Ltd. has mentioned that it has already focussed on these issues vide 
Section 5 of the tariff application and has also listed its initiatives in Section 6 of 
the tariff application. 

In the Section 5 paragraph 5.6.9 of the tariff petition the AEC Ltd. has stated that 
vast majority of the AEC Ltd. employees are honest, loyal and dedicated to serve 
the consumers and abhor such practices and the AEC Ltd. is committed to 
eliminate any such practices by any of its employee or contract workers. It also 
states that the AEC Ltd. takes a very serious view of involvement of any of its 
employees or those working for the AEC Ltd. and indulging in such practices and 
takes prompt and severe disciplinary actions. Consumers are requested to 
provide confidential and discreet cooperation to assist the AEC Ltd. eliminate this 
problem. 

OTHER SPECIFIC ISSUES AND OBJECTIONS 
2.29 Tariff for Railways 

The Western Railway drew the attention of the Commission to the Karnataka 
Power Transmission Company Limited (KPTCL) circular dated 24.01.2001 
regarding billing system adopted for the Railway quarters availing LT bulk 
supply. The applicant submitted that the billing for energy should be done at the 
slab rate for the average energy charges obtained by dividing the bulk 
consumption by the number of houses rather than treating them as a bulk 
consumer. The Western Railway has also referred to, the Delhi Vidyut Board 
(DVB) special tariff structure for Railway colonies. 

They have also requested that there should be increase in grace period for 
paying bill from 10 days to 30 days as the time available is too short to arrange 
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payment and sometimes the bills are not received on time. Further, the Western 
Railways have requested that they should be exempted from paying security 
deposit as they are paying ail the bills without any default. 


The AEC Ltd’s reply 

The AEC Ltd. has argued that at present It provides the benefit of slab in energy 
charge to all individual residential consumers. However to provide this benefit to 
individual railway employee a separate connection for each consumer is required. 
And as per the “Condition of Supply & Miscellaneous charges" which is approved 
by the Government, the grace period for making payments of energy bills by 
consumers cannot be changed. The AEC Ltd. is entitled to recover additional 
security deposit per kW of contract demand as per the “Conditions of Supply & 
Miscellaneous Charges". 

2.30 Reluctance to Provide information 

The CERS has pointed out that the AEC Ltd. has not provided complete factual 
details as were asked by the CERS in the earlier objections. Also, the AEC Ltd. 
should provide the expenditure incurred on generation, transmission and 
distribution separately. The CERS requested the Commission to develop some 
system that these utilities provide details as demanded by the consumers. 

The AEC Ltd’s reply 

The AEC Ltd. in its reply has claimed that they have provided all the required 
data, information and clarification in support of revised projections vide various 
correspondence exchanged from time to time with the Commission. 

2.31 Energy Audit of Sabamnati Plants 

The CERS has pointed out that the AEC Ltd. has conducted an energy audit and 
the report on this should be made public for all consumers. 

The AEC Ltd. 's reply 
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The AEG Ltd. has submitted the above said report on February 19,2002 

2.32 Standard for Comparison 

The CERS has requested the Commission to benchmark the various parameters 
with the standard norms The CERS has provided summary of savings which 
can be achieved if the Auxiliary consumption was 8%, T&D loss was 15%, coal 
consumption was 0.56 Kg/kWh, Gas Consumption was 0.21 M3/kWh, oil 
consumption was 0.7 Ml/kWh, heat rate for thermal plant was 2150 kcal/kWh 
and for CCPP was 1910 kcal/kWh. 

The AEC Ltd. 's reply 

No explicit reply received from the AEC Ltd. 

2.33 Depreciation Cost 

The GCCI have argued that when there is no increase in generation, the sizable 
increase in depreciation cost is not justified. 

The AEC Ltd. 's reply 

Depreciation is charged on the gross fixed assets and there is continuous 
replacement and addition of assets in any utility company. The network expands 
continuously keeping in view the fact that the AEC Ltd. adds almost 40000 
consumers every year and geographically the city has been expanding all 
around. 

2.34 Special concessional tariff for Charitable Trusts 

The GCCI has urged the Commission to levy special concessional tariff and 
there should be waiver of duty and taxes for registered charitable hospitals, 
educational and religious trusts. 

The AEC Ltd. 's reply 
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The AEG Ltd. in its reply has referred to para 10.2.1 of its tariff petition wherein it 
has proposed rate GLP applicable to various non profit organisations including 
Charitable organisations or public trust as defined under section 2(3) of the 
Bombay Public Trust Act, 1950. 

2.35 Special tariff for Youth hostel 

The Youth Hostel, Gandhinagar have pointed out that they should not be charged 
at the commercial rates and have requested the Commission to issue orders to 
the AEC Ltd. to reduce the tariff from commercial rates to domestic rates, as per 
the letter of Ministry of Human Resource development dated 9'*^ June 1995. 

aec Ltd. 's reply 

The AEC Ltd. in its reply has referred to para 10.2.1 of its tariff petition vide 
wherein the AEC Ltd. has recommended rate GLP applicable to various non 
profit organisations including youth hostels, educational and research institutions 
as defined under section 2(3) of the Bombay Public Trust Act, 1950 which are 
exempted from levy of tax under Section BOG clearance certificate from the 
income tax department. 

^•^jection specifically raised by the AWIC 
Tariff for AWIC 


The AMC mentioned that in determining tariff for the AMC, the AEC Ltd. should 
take into account the following factors: 



(iii) The points of supply for the bulk consumption of energy by the AMC are 
relatively restricted and hence the capital as well as running cost for such 
supply IS relatively lower than normal distribution cost. 

(iv) Since the AMC is a very large consumer, the AEC Ltd. can save 
considerably on administrative costs. 

(v) The AMC provides land to the AEC Ltd. substation on a token rent of just 
Rs.101 per year 

(vi) The AMC has allowed the AEC Ltd. to install its distribution transformers 
for its use m several substations of the AMC. 

(vii) The AMC permits the AEC Ltd. to erect distribution pillars in thousands on 
the Municipal streets as well as High Tension Transmission powers on 
municipal land without levy of any charges. 

(viii) The AMC permits the AEC Ltd. to distribute power from street light section 
pillars of the AMC without levy of any charges. 

(lx) The AEC Ltd. utilizes infrastructure created by the AMC for transmission 
and distribution system for which the AMC do not charge. On the other 
hand the AEC Ltd. charges the AMC for shifting the AEC Ltd. transmission 
and distribution lines during road widening by the AMC. 

The AEC Lid's reply 

The AEC Ltd has argued that as the AMC itself does not give any special 
treatment to the AEC Ltd. in matter of municipal taxes and other matters, the AEC 
Ltd. will also not treat the AMC as a special consumer and charge it differently as 
sought by the latter. 

To the AMC claim that it offers land to the AEC Ltd. for its substation, the AEC 
Ltd. argued that it has to pay at the market value for the same if and when the 
AEC Ltd. decides to obtain such land from the AMC. 
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2.37 Withdrawal of Rebate in the AMC tariff 


The AMC has pleaded that there is no justification for the AEC Ltd. proposal to 
withdraw the ‘rebate' to the AMC in the proposed tariff structure as the AMC 
doesn’t contribute to widening the difference between ‘peak’ and ‘off-peak’ 
demand. The AEC Ltd. does not need to make investment in its T&D system or to 
arrange for adequate supplies. Besides this, the change in the pattern of 
consumption in Ahmedabad in the last ten years is not seen in the consumption of 
the AMC. The AMC has pointed out to the Commission that under the 1989 
agreement tariff governing the AMC is different from the general tariffs. 

These factors go to show the special consumer status of the AMC and 
Inapplicability of the general tariff to the AMC. 

The AEC Ltd's reply 

No explicit reply received from the AEC Ltd. 

2.38 Reasonable return and deficit in clear profit under exiting tariff; 

The AMC has drawn the attention of the Commission to the provisions of Section- 
57 of Electricity (Supply) Act 1948 and pointed out that reasonable return should 
be based on proper accounting of income and expenditure and should not be 
based on deflated income and inflated expenditure. 

The AEC Ltd.’s reply 

No response has been received from the AEC Ltd. on the above objection 

2.39 Other data requirements and suggestions by the AMC 
The AMC has asked for the following data from FY 1996-97 till date: 


(i) Break up of the employee cost and other administrative expenditure 
separately for its regulated and unregulated business. 
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The AEC Ltd 's reply 

The AEC Ltd. in its reply has provided the breakup of the employee cost and 
other administrative expenditure of the AEC Ltd. for FY 1996-97 to FY 2000-01 
separately for its regulated business and unregulated businesses. The allocation 
of Managing Director’s salary, Commission and perquisites to the regulated and 
unregulated businesses of the AEC Ltd. is done on the basis of turn over and 
profit of the respective businesses. 

(ii) Commission paid annually by the AEC Ltd. to its Managing Director 
The AEC Ltd. 's reply 

The AEC Ltd. in its reply has provided the details of the remuneration paid to the 
Managing Director for the years FY 1995-96 to FY 2000-01 and states that it is 
given within the limits as prescribed under the Companies Act, 1956. 

Commission's findings 

The Commission examined the details provided by the AEC Ltd. and is of the 
view that matters of recruitment, employee terms and conditions including pay 
and perks are matters of operational nature. While it is the concern and mandate 
of the Commission to ensure that all costs including employee costs are 
reasonable and prudent, it is concerned only with the total costs and their 
reasonableness and not with the compensation structures. To do othenwise would 
amount to micro-management, which could stifle initiative and be counter¬ 
productive. 

(iii) Annual accounts of Provident Fund contribution, pension/superannuation fund 
contribution and gratuity paid. 

The AEC Ltd.’s reply 

The AEC Ltd. in its reply has provided the details of the amount of contribution to 
provident and other funds for the years FY 1995-96 to FY 2000-01 and states tha 
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the method for determination is based on the resolutions passed at the annual 
general meeting. 

(Iv) To disclose its computation of the total estimate of Rs. 196.67 Crores in term 
loans and debentures and to give the break up of the actual figures 

The AEC Ltd.’s reply 

The AEC Ltd. in its reply has stated that the Schedule VII of the Annual Report of 
each year provides information regarding loans and advances. 

(v) Particulars on net fixed assets clearly separating the value of tangible and 
intangible assets. 

The AEC Ltd.’s reply 

The AEC Ltd. has stated that the deduction to be made from the cost of fixed 
assets for calculation of Capital base comprises amount written off or set aside on 
account of depreciation of fixed assets and amount written off in respect of 
intangible assets. Both the applications dated December 18,2000 and October 
29, 2001, include these items separately. 

(vi) Copies of the contract for the purchase of fuel 
The AEC Ltd. ’s reply 

The AEC Ltd. has submitted its reply on January 19, 2001 and broadly provided 
information on the purchase of fuel. 

(vii) Details on fuel cost from FY 1999-00 to FY 2001-02 
The AEC Ltd. 's reply 

The AEC Ltd. has provided the details on fuel cost from FY 1999-00 to FY 2001- 
02 in the reply dated January 19, 2001. 
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(viii) To what extent will the replacement of old meters by new electronic meters 
increase the revenues of the AEG Ltd. 

The AEC Ltd. 's reply 

The AEC Ltd. has stated that they have estimated the T&D loss at 17.25% for the 
FY 2001-02 and 16.23% for the FY 2002-03 as against the actual of 18.12% for 
the FY 2000-01 and one of the reason for this reduction is the replacement of old 
meters by new electronic meters. 

(ix) Particulars on transmission losses that would in fact form a part of auxiliary 
consumption. 

The AEC Ltd. 's reply 

The AEC Ltd. in its reply has stated that the details on transmission loss has 
already been given in Exhibit A, under technical data table vide letter dated 
October 10, 2001. 

(x) Particulars on investment in fixed and call deposits along with the earning of 
interest 

The AEC Ltd. 's reply 

The AEC Ltd. in its reply has stated that the particulars regarding the fixed and 
call deposits are given in the published annual account for all the years. 

(xi) Separate tariff for Ahmedabad and Gandhinagar 

The AMC has suggested that there should be separate tariff for Ahmedabad and 
Gandhinagar. For this they have asked for the following information: 


(a) The Cost of laying down transmission and distribution system from the 
generating stations located in the Ahmedabad to Gandhinagar. 

(b) The Maximum System Demand (MSD) on the AEC Ltd. immediately prior 
to the inclusion of Gandhinagar area in the AEC Ltd. in 1966 as well as 
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the figures of sverage MSD separately for the Ahmedabad and 
Gandhinagar area for the years FY1966-67 till FY 2001-02. 

(c) Category wise figure of units of sales and number of consumers for two 
areas from FY 1995-96 to FY 2001-02 

(d) Unit sold and MSD in Gandhinagar during peak hours and off-peak hours. 

The AECLtd.’s reply 

The AEC Ltd. has provided information on number of consumers, category wise 
and based on power consumption separately for Ahmedabad and Gandhinagar in 
its reply. The AEC Ltd. has also provided information on MSD prior the inclusion 
of Gandhinagar area and stated that information on MSD in Gandhinagar in peak 
and off peak hours is not available. 

2.40 Prayer for relief 

At the end of the above submissions, the AMC requested for the following: 

(1) The AEC Ltd. is not entitled to the prayers sought, to any prayers or to any 
other relief 

(2) The AEC Ltd. is not entitled to be permitted to charge its consumers as per 
the proposed schedule of charges 

(3) The AEC Ltd. cannot claim the tariffs sought to be approved with any FCA 

(4) To reject the AEC Ltd. application for revision of tariff and if the Commission is 
inclined to permit the AEC Ltd. to revise its tariff the same be permitted to be 
done In accordance with the submission made by the AMC. 

2.41 issues raised by the GEB 

1 The GEB has pleaded for rejection of the prayer of the AEC Ltd. regarding 
barter exchange of Power with the GEB. The reasons put forward by the GEB 
are as follows: 

(i) There is a vast difference in the quantity of import and export of power and 
as such cost comparisons are neither possible nor a meaningful. For FY 
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1999-00 the export of power as a percentage of total generation of the 
AEC Ltd., was 3% whereas the import from the GEB as a percentage of 
the generation of the AEC Ltd. was 12.49%. The estimated figures for 
export and import for FY 2000-01 are 1.69% and 9.28% and those for FY 
2001-02 are 0.83% and 11.88%. 

(ii) The GEB clarified (Table 3.2) that its cost of supply of power to the AEC 
Ltd. is Rs.3.48 / KWh as against Rs.3.82 / KWh claimed by the AEC Ltd. 


Table 3.2: Cost of supply to the AEC Ltd. 


Item 

Tariff Rate 

Per Unit Impact of 

Tariff Rate 

Demand Charges 

Rs.90 per KVA 

0.15 

Energy Charges 

Rs.3.20 per KWh 

3.20 

Time of Use Charge 

Rs.0.40 per KWh 

0.13 

Average Rate per 


3.48 

KWh 




(lii) The GEB has argued that the AEC Ltd. is unable to utilize the 
registered/contracted demand with the GEB. 

2. Regarding the computation of the Co-incidental Demand for billing purposes, the 
GEB has submitted that the Commission should reject the proposal. First, 
because the proposal computation of Co-incidental Demand is not in consonance 
with the provisions of the Electricity (Supply) Act. 1948 on how the "Maximum 
Demand’’ is calculated. 

Definition of "Maximum Demand" under the Electricity (Supply) Act, 1948 is as 
follows: 

"Maximum Demand" in relation to any period shall, unless othenfl/ise provided in 
any general or special order of the State Government mean twice the largest 
number of kilowatt-hours or kilo-volt-hours supplied and taken dunng any 
consecutive thirty minutes in that period. 
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Second, because the AEG Ltd. has no plans for increasing generating capacity 
commensurate with either the existing demand or the estimated future demand. 


AEC Ltd.’s Reply 

1. With reference to the point raised regarding generating capacity, the AEG Ltd. 
has clarified that both the "A" and the "B" stations were scrapped and the "F" 
station was installed in place of the ’’A" station and as such the present installed 
capacity is only 490 MW and not 610 MW as presumed by the GEB. The lack of 
growth in generation capacity has been attributed by the AEG Ltd. to constraints 
of land availability and environmental concerns in the area of their operation. 

(ii) The GEB's calculation of average rate of import at 348paise / KWh, the AEG 
Ltd. submits that average rate works out to 393 paise per unit for the year 2001- 
02 Ifor import of 582.11 MU as shown in table 3.3. 


Table 3.3:Average rate 





Demand Gharges 

Rs.3240 lakhs 

0.56 

Normal Energy 

Rs. 18627 lakhs 

3.20 

Gharges 



Time of Use Gharge 

Rs. 1034.53 lakhs 

0.18 

Average Rate per KWh 


3.93 


2. Regarding coincidental demand, the AEG Ltd. is willing to pay maximum demand on 
the basis of number of kilowatt hours or kilovolt ampere hours supplied and taken 
during any consecutive 30 minutes in that period as per definition quoted by the 
GEB, But the AEG Ltd. in its reply has once again stressed on the point that the GEB 
should consider the maximum demand of all supply points together to work out the 
total kilowatt hours supplied by it to the AEG Ltd. during consecutive 30 minutes In 
that period. The AEG Ltd. has also confirmed that it would pay for the metering 
arrangement place for the purpose to be put in. 
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Table - CAGR (10 years) and proposed growth rate for FY 2001-02 and FY 


2002-03. 


CATEGORY 

CAGR 10 

years \ 

Growth rate 

proposed for 

FY02 

Growth rate 

proposed for 

FY 03 

RGP 

8.52% 

1.4% 

1.01% 

CGP 

7.57% 

2.2% 

2.43% 

LTP 

7.75% 

14.8% 

2.27% 

LTMD 

6.43% 

3.5% 

1.69% 

H.T.(NON AMC) 

-4.12% 

-2.4% 

0.00% 

H.T.(AMC) 

0.69% 

4.2% 

4.00% 

OTHERS 

3.71% 


3.45% 

TOTAL 

2.65% 

1.5% 

1.35% 


























Table -T&D losses (FY 1995-96 to FY 2000-01) 










Table ~ Cost benefit of investments in T&D loss 












Table ~ Plant Load Factor of the AEC Ltd’s units 


1 PLF 

C 

D 

E 

F 

G 

FY 1995-96 

47.48% 

71.58% 

61.95% 

93.39% 

62.82% 

FY 1996-97 

30.98% 

81.51% 

70.49% 

89.68% 

78.23% 

FY 1997-98 

53.37% 

80.64% 

60.14% 

74.72% 

80.13% 

FY 1998-99 

71.09% 

68.54% 

72.02% 

86.50% 

76.95% 

FY 1999-00 

75.39% 

- 

79.52% 

81.47% 

87.28% 

67.99% 

FY 2000-01 

81.00% 

83.00% 

81.00% 

85.00% 

61.00% 

Proposed for FY 2001-02 

84.10% 

86.45% 

83.33% 

85.00% 

28.55% 

Proposed for FY 2002-03 

84.10% 

86.45% 

84.43% 

84.96% 

30.72% 










































Table - Auxiliary consumption (Past years/Proposed) 


Auxiliary Consumption C D E F G 


FY 1995-96 

15.66% 

9.86% 

8.88% 

2.90% 

FY 1996-97 

17.23% 

9.37% 

8.98% 

2.26% 

FY 1997-98 

14.42% 

9.57% 

9.41% 

2.39% 

FY 1998-99 

10.73% 

9.97% 

9.15% 

2.44% 

FY 1999-00 

10.14% 

9.42% 

8.93% 

2.76% 

FY 2000-01 (without transformation loss) 

9.10% 

9.50% 

9.50% 

8.60% 

2.89% 

FY 00-01 (including transformation loss) 

10.20% 

10.60% 

10.60% 

9.65% 

4.35% 

Proposed for FY 2001-02 (without 

transformation loss) 

8.80% 

9.10% 

9.10% 

9.10% 

3.44% 

Proposed for FY 2001-02 (including 

transformation loss) 

9.52% 

9.80% 

9.83% 

9.81% 

5.53% 

Proposed for FY 2002-03 (without 

transformation loss) 

9.26% 

9.80% 

9.83% 

9.65% 

3.50% 

Proposed for FY 2002-03 (including 

transformation loss) 

9.26% 

10.23% 

10.22% 

10.28% 

5.77% 
















































Table- Heat Rate (Past years/Proposed) 


1 Heat Rate 

C 

D 

E 

F 

FY 1995-96 

4967 

2736 

2703 

2650 

FY 1996-97 

5040 

2801 

2737 

2699 

FY 1997-98 

5031/3981 

2751 

2708 

2640 

FY 1998-99 

4042 

2769 

2727 

2691 

FY 1999-00 

3933 

2740 

2690 

2709 

FY 2000-01 

3960 

2805 

2844 

2776 

FY 2001-02 

3780 

2664 

2658 

2725 


FY 2002-03 


3780 


2664 


2658 


2669 






































Table - Fuel parameters (Past years/Proposed) 


Calorific Value 


Domestic 


Imported 


Gas 


HSD/SKO 


Quantity 


Domestic 


Imported 


Kcal /Kg 


Kcal/Kg 


Kcal/OOOC 

UM 


Kcal/KL 


Gas 


HSD/SKO 


Total Cost 


Domestic 


Imported 


Gas 


HSD/SKO 


OOOCUM 


KL 


Actual 

Actual 

FY 1999-00 

FY 2000-01 

5389 

5560 

6103 

5680 

9655 

10031 

8348 

8125 


1000236 

913468 

559011 

496583 

430349 

587402 

1023815 

1098578 

70% 

61% 

35% 

31% 

30% 

39% 

65% 

69% 

86297 

49670 

0 

0 

47575 

81774 

59828 

60527 


Rs crore 

^248.96 

222.28 

151.36 

Rs crore 

103.73 

155.84 

269.8 

Rs crore 

30.02 

20.7 

0 

Rs crore 

62.18 

118.2 

93.47 

Rs crore 

I 

4.74 

6.24 

6.39 

Rs crore 

449.63 

523.26 

521.02 


136.34 


305.41 


98.28 


6.77 


546.8 



















































































Table - Employee cost (Rs crore) 
















Table - Operation and maintenance costs (Rs.Crore) 










Table - Administrative and general costs (Rs.Crore) 








Table - Interest and financial charges (Rs crore) 








Table - Depreciation expenditure 


FY 

1995-96 

(A) 

1996-97 

(A) 

1997-98 

(A) 

1998-99 

(A) 

1999-00 

(A) 

2000-01 

(A) 

Depreciation 

(Rs crore) 

47.49 

51.14 

57.85 

71.50 

78.02 

85.6 

Depreciation 

as % of GFA 

6.58% 

7.09% 

7.11% 

7.09% 

6,97% 

6.91% 
















